STATE OF MAI NE

PUBLI C UTI LI TI ES COVM SSI ON Docket No. 98-210

May 26, 1998
MAI NE PUBLI C SERVI CE COVPANY ORDER AMENDI NG APPROVAL
Appl i cation for Approval of OF | SSUE OF SECURI Tl ES
| ssuance of Securities and Mrtgage AND MORTGAGE ON UTILITY
Bonds (8902, §1101) ($14, 600, 000) PROPERTY

VEELCH, Chairnman; NUGENT and HUNT, Commi ssioners

This Order approves MPS s request for increases in the issuance
anounts of securities and nortgage bonds.

In an Order dated April 22, 1998, the Comm ssion granted approval
for Maine Public Service Conpany (MPS or the Conpany) to (1) increase
the availability of its revolving credit line fromthe current |evel
of $10 mllion to $13 million tenporarily through June 30, 1999, and
(2) to issue securities in an amount not to exceed $11 million to
finance the paynent associated with the restructuring of its purchased
power agreenment w th Weel abrat or-Sherman, a transaction approved by
the Comm ssion in Docket No. 97-727, on January 15, 1998. Qur
approval also allowed MPS to issue $13 nillion in new first and second
nort gage bonds to collateralize the notes. On May 18, 1998, the
Conpany requested that the anount to be borrowed in relation to the
\Wheel abr at or - Sherman portion of the transaction be raised from $11
mllion to $11.6 mllion. Also, MPS requested that it be allowed to
increase the total amount of first and second nortgage bonds to be
i ssued by a corresponding anount from$13 nmillion to $13.6 mllion.

The reason for the increase in the | oan anbunt relates to the
size of the “capital reserve account” associated with the variable
rate demand notes that will be issued. As described in our previous
order, these funds serve as an insurance policy for the bondhol ders
and the size of the account is determ ned by a rating agency at
closing. It has been determned that a |arger capital reserve account
wi |l be necessary in order for MPS and the Finance Authority of Mine
(FAME) to obtain the originally targeted Aaa rating from Mody’s.
| ncreasi ng the reserve account by $600, 000 has an inpact of |ess than
10 basis points on the overall projected borrowing costs for MPS. The
Conmpany’s underwiter, Prudential Securities, currently anticipates a
when-i ssued coupon rate of roughly 5.70% (down from5.80% in our
previous Order) on the notes, and after all issuance costs (and net
interest costs on the reserve account) are included, the all-in cost
woul d be on the order of 90 to 100 basis points (up from80 to 90
basis points in our previous Order) higher for a total of 6.60%to
6.70% This continues to conpare favorably with current indications
in the area of 7.00%for a fixed rate issuance before transactions
costs.
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Havi ng revi ewed the application of the Conpany, together with
data filed in support of it, it is the opinion of the Comm ssion that
t he proceeds of the issuance of the bonds are required in good faith
for the purposes enunerated in 35-A MR S. A 8901. In approving this
securities issue, consistent wwth normal practice and pursuant to 35-A
MR S. A 8902(4), the Conm ssion does not inply approval of the
Conpany's capital needs or capitalization ratio for ratemaking
pur poses, nor does this order Iimt or restrict the powers of the
Comm ssion in determning or fixing any rate.

Accordingly, it is:
ORDERED

1. That the Maine Public Service Conpany is hereby authorized
to issue its securities in connection with borrowing a sumnot to
exceed $11.6 mllion to be used solely for the purposes described in
our April 22, 1998 Order (\Wheel abrator-Sherman contract restructuring)
t hrough the Finance Authority of Maine (FAME) for a termnot to exceed
10.5 years. This paragraph supersedes Ordering Paragraph 2 in our
April 22, 1998 O der

2. That all other Ordering Paragraphs in our April 22, 1998
Order remain unchanged and in force.

3. That a copy of this Order be nailed to interested parties
and this Docket is closed.

Dat ed at Augusta, Maine this 26th day of May, 1998.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm ni strative Director

COW SSI ONERS VOTI NG FOR: WELCH
NUGENT

COWM SSI ON ABSENT HUNT



NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MRS A 8 9061 requires the Public Uilities Comm ssion to give

each party to an adjudicatory proceeding witten notice of the party's
rights to review or appeal of its decision nmade at the conclusion of the
adj udi catory proceeding. The nmethods of review or appeal of PUC deci sions
at the conclusion of an adjudicatory proceeding are as foll ows:

1. Reconsi deration of the Comrission's Order may be requested under
Section 1004 of the Conm ssion's Rules of Practice and Procedure
(65-407 C MR 110) within 20 days of the date of the Order by filing
a petition with the Comm ssion stating the grounds upon which

reconsi deration is sought.

2. Appeal of a final decision of the Conmi ssion nay be taken to the
Law Court by filing, within 30 days of the date of the Order, a

Noti ce of Appeal with the Adninistrative Director of the Comi ssion
pursuant to 35-A MR S. A 8§ 1320(1)-(4) and the Mine Rules of G vi
Procedure, Rule 73, et seq.

3. Additional court review of constitutional issues or issues

i nvol ving the justness or reasonabl eness of rates may be had by the
filing of an appeal with the Law Court, pursuant to 35-A MR S. A

§ 1320(5).

: The attachnent of this Notice to a docunent does not indicate the

Comm ssion's view that the particul ar docunent may be subject to
review or appeal. Sinilarly, the failure of the Conmmi ssion to attach
a copy of this Notice to a docunent does not indicate the

Commi ssion's view that the docunent is not subject to review or
appeal .



